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Canada Northwest Land Limited 


Highlights of Activities: 


Production (before Crown Royalties and Mineral Income Taxes) 
(OT ahd, SR os RAIA Sree iee ae one ane ee ecient ger a Re 


* Reflects sale of Saskatchewan oil reserves in December, 1974, 


1975 


37,862 
2,012,176 


Proven & Probable Reserves — December 31, 1975 


(before Crown Royalties and Mineral Income Taxes) 
(excluding Spain) 
ON 6 625.8 ob oes RG Ee OE Ce ES ye 


* Reflects disposals of gas reserves during 1975. 


Net Land Holdings (in acres) 


Canada: 
Freehold titles, leases, permits, 
HeeneesmanGreoaluclalinisame ctw mis) jaeeeer nr nee eiee: tee hacks sec ter 
Foreign: 
ES EAMICASCS Mek Mae ita eth s Sch e tan cay ap SRA," Geis ka tubein fe 4 
SOAIPDELDILS mimic sen tac trk Le arate ace TC eva, ik ste A ears 
NOTES ATLICEMC Greeti eater ect aden eet a catie stern ashe 
GCN GHMAL CAS SE tometer tT gar deren IE Aree ic hate ae eee es See a8 


Financial 
Gross Revenue (before Crown Royalties and 
MIG TaN COMeR AXES) Meem bn = talker. <hoptiahie eiiale a stein aa 8 
Gash OW Mamet phen rete Aether ee ats nitigutire Se aes Sache. 
ING IRLO)S S Sree te eee ee, es wart ates anach w oy mien ao Be 
Shia es mC ILS CANNING arma tore tev tn inns. olous ee vinuete sfeue we ests te Boe 
Wiorkiney@apitalmn scent see nc ae entire n. to ens! galamee ® 


* Before conversion of debentures which occurred after year-end. This 
increased shares outstanding to 5,220,818. 


1,500,000 


146,000,000 


603,593 


59,422 
117,762 
10,005 
36,376 


$1,805,260 
$ 317,316 
$ 217,031 

4,349,164 
$ 353,700 


1974 


168,700 
1,187,500 


1,381,000 


174,500,000 


507,420 


49,390 
84,185 
10,005 
72,072 


$1,139,500 
$2) 50197 
$ 423,495 

4,204,274 
$ 653,600 


Bbls. 
Mcf. 


Bbls. 
Mcf. 


To Our Shareholders: 


Against a background of world political and economic 
uncertainty, our Company’s progress during 1975 was 
most gratifying. New highs were recorded in revenues 
and exploration was unusually successful. Despite 
modest financial resources, over the last six years our 
Company has been able to establish well diversified 
exploration exposures which are now starting to pay 
off. 


During the year, a wildcat drilled on a Spanish offshore 
permit in which our Company has an interest, 
discovered what could be a major oil field. An 
exploration and financing arrangement was negotiated 
for our North Sea block and our Company's U.S. 
exploration program was successful in establishing oil 
and gas production. Panarctic Oils Ltd., in which our 
Company is a shareholder, continued to add to its 
Arctic Islands gas reserves by stepout drilling and made 
a significant oil discovery. 


Spain, largely dependent on expensive imports for its 
petroleum needs, has established a hospitable 
atmosphere for explorers by eliminating royalties, 
reducing taxes, and allowing repatriation of profits. 


Financing of the Spanish discovery will become a 
major project for this Company over the next few 
years. The merits of various alternative plans are being 
evaluated as relevant reservoir information is 
established from drilling and testing. It is anticipated 
that funds will be available for this project when 
needed. Some steps were taken subsequent to the 
year-end to prepare for future financing. Cash flows 
from this development will permit our Company to 
enlarge its exploration programs in North America and 
abroad. 


While oil prices appear to have reached a plateau 
elsewhere in the world, Canadian prices are still 
catching up and are expected to continue to rise in 
1976. Canada’s exploration industry appears to be 
slowly reviving, aided by an improving economy, 
higher gas and oil prices, and by signs of relaxation in 
government's squeeze on the industry. However, to 
attract the exploration needed to maintain Canada’s 
self-sufficiency, the royalty and tax structure and land 
regulations must become more generous than they are 
now. 


Tribute must be paid to the most essential ingredient 
in our progress over the past year, our employees. All 
worked long and hard, with enthusiasm and creativity 
to make 1975 the best year our Company has yet seen 
and to lay the foundations for many equally good years 
in the future. 


MUO darn 


H. G. Gammell, 
President. 


The Bideford Dolphin drillstem testing the Casablanca #1 oil discovery in the Gulf of Valencia, Spain, 
September 22, 1975. 


Review of Operations 1975 


EXPLORATION AND 
DEVELOPMENT 


International 
Spain: 


The discovery of oil on the Casablanca permit in the 
Gulf of Valencia in September, 1975, was the 
outstanding event of the year’s operations. This 
significant find is expected to prove a rich reward for 
our Company's exploration activity offshore Spain, 
which started in 1971. 


In October of that year, our Company, after six months 
of geological studies, initiated an application, with a 
partner, for five offshore permits totalling 168,320 
acres on the edge of the continental shelf, 35 miles off 
the eastern Mediterranean coast of Spain. In 
December, 1973, these permits were granted to the 
Canada Northwest group. Our Company’s interest in 
the permits, at that time, was 50%. Geophysical 
surveys in 1974 and 1975 disclosed three large 
structures on the permits. In the spring of 1975, an 
international group headed by Chevron Overseas 
Petroleum Inc., took options to drill and earn 50% 
interests in each permit. The first hole, Rapita #1, a 
10,000 foot test drilled in July, 1975, on the San Carlos 
permit, was dry. However, the second wildcat drilled 
in September, on the northernmost Casablanca permit 
encountered oil at 8,600 feet. It was completed as an 
oil well, having drillstem tested up to 10,700 barrels 
per day from one zone and 2,900 barrels per day froma 
second shallower zone, both on restricted chokes. The 
gross pay zone from which oil was recovered is over 
500 feet thick. Canada Northwest's interest in the 
discovery block, assuming the Spanish National Oil 
Company exercises its option to acquire a 40% 
working interest, will be 15%. 


At the time of writing, a second delineation hole was 
drilling on the structure about two miles northeast of 
the discovery. Additional delineation drilling will 
probably take place during 1976, and plans for 
production testing to determine the productive 
capacity of the field are now being developed. 
Depending on the results of these evaluations, 
permanent production facilities will be designed and 
could be constructed by 1979. 


In January, 1976, the Chevron group elected to drilla 
third option wildcat, at no cost to Canada Northwest, 
on the southernmost Peniscola permit. This well — 
also drilling at the time of writing — should reach total 
depth by the middle of May, 1976. 


In September of 1975, the discovery team, with 
Canada Northwest having a 10% interest, placed work 
bids on five additional permits which had been offered 
by the Spanish government in the area. In January, 
1976, four of these permits totalling 384,992 acres 
were awarded to our group. Two of these new permits 
lie adjacent to the Casablanca discovery. Geophysical 
surveys on all permits will be completed in the summer 
of 1976 and drilling may follow later in 1976 or in 
HT: 
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United Kingdom, North Sea: North Sea - Ownership Map 


Despite an improving government-industry 
atmosphere in the United Kingdom, the high cost, 
combined with the geological and political risk 
involved in offshore operations in the North Sea, were 
too much for our Company to bear alone. It was, 
therefore, decided during 1975 to farm out Block 3/7. 
A group headed by Chevron Petroleum (U.K.) Limited, 
operator of the adjoining Ninian field, executed an 
agreement with most of the participants in the Canada 
Northwest group in February, 1976, to drill two 
wildcat holes on the block to earn a 65% interest. In 
the event of a discovery, the Chevron group will 
finance the farmors’ share of the cost of development, 
pipeline and shore terminal facilities. These costs will 
be recovered out of a portion of the farmors’ remaining 
production revenues. During this pay-back period, our 
Company's interest in production will be three 
percent, reverting to seven percent after pay-back. As 
a prerequisite of government approval of this 
arrangement, the group agreed to negotiate towards a 
51% state participation in the block, which would 
leave the licence holders ‘‘no better nor no worse off 
financially’. Recently announced agreements on 
participation give the government the right to 
purchase 51% of the produced oil at fair market value. 
Management does not expect its beneficial interest to 
be diluted by this form of participation. 


Drilling of the first wildcat hole started in February, j Uses gs 
1976, and the second hole is expected to be started in t | 
June, 1976. é 


This arrangement with an experienced and strong 
international oil company, relieves our Company of © 
what could be a very risky and costly venture, but still 
leaves Canada Northwest with a significant interest if a 


: ; © Location GAS WELL 
discovery is made. is 
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Canada Northwest Land Limited 


EXPLORATORY ACREAGE (December 31, 1975) 


PETROLEUM & NATURAL GAS WORKING INTERESTS 


1975 1974 
Gross Net Gross Net 
Canada 
Alberta: 
Freehold titles, leases, 
permits & licences................. 593,119 183,443 393,843 191,624 
Saskatchewan: 
Freehold titles & leases............. 107,527 103,272 116,021 111,748 
Manitoba: 
Freehold titles & leases............. 17,868 17,868 18,028 18,028 
Arctic Islands and 
East Coast 
Orishore permits. 950.27 00.5 Ga 596,993 230,232 1,420,218 500,820 
U.S.A. 
MALO Or tM, init tome notes 8 15,130 6,809 15,130 6,809 
ALSTOT ET RETA Mee uk PLE iar ear Sa a 104,621 28,664 63,540 24,821 
RUC AROLARS ck oobi. feos ae ee 18,943 14,552 18,783 14,352 
AE SES ee ONS, TAM eat a 18,854 9,265 7,822 3,408 
NGUISOS HE on i nce ee ea Mounts 240 132 a — 
157,788 59,422 105,275 49,390 
Foreign 
United Kingdom — North Sea......... 50,025 10,005 (1) 50,025 10,005 
EERE Peer ayce ke Syst Me ta MRE A. cup ech fesse « 2,199,987 13,890 8) 526;4:72 35,262 
Op, ENN Se eo ete mc 5 en 124,722 22,486 202,807 37,610 
OT a i ORME Oe gel 573,234 117,762(2) 168,370 84,185 
2,947,968 164,143 3,947,374 167,062 


Total P. & N. G. Working 
MC CROSEG Deo iia MAMMA chs segs) 3K) Soo os sme 4,421,263 758,380 6,000,759 1,038,672 


(1) Before Farmout 
(2) After Farmout 


PETROLEUM & NATURAL GAS 
CARRIED INTERESTS (GROSS ACRES) 


1975 1974 
BE es RC ns Sak Cote Ante eine ae 466,659 510,121 
1975 1974 
Gross Net Gross Net 


MINERAL WORKING INTERESTS 
Plberlarevial teases ees viru bc dba es et 13,200 6,600 13,200 6,600 Z 


Canada Northwest Land Limited 


CONSOLIDATED BALANCE SHEET 


DECEMBER 31, 1975 AND 1974 


Assets 


CURRENT: 
Cash and*short:term: deposits: . 2) - 2 vit. aun. Soe ke. | ee, a 
Accounts: receivable =— ‘trade 2) evs Eine 10.20%. +.) Maher oan greene . calle 
— sale of interest in producing properties ..... 
Prepaid, expenses‘and jsupplies: 43.5. 24. lane Mia ee. roars 


INVESTMENTS — at cost: 
Panatctic:Olls Ltd. ote, ae AS Moms os ee ae ae 
Rio Alto Exploration Ltd. (market value — 
$156,000; 197455694, 500)oe es ES... Pao. ee ces oe 


PROPERTY AND EQUIPMENT: 
Oil and gas properties — at cost less accumulated 
depletion of $1/081,332.(1974 —5938/430) 2. cage. kia 
Production and other equipment — at cost less 
accumulated depreciation of $268,256 (1974 - 
PROF TOTNES nica wig cote t-elaaae, omabel: 5 SRG Figo kieee glen eine te Saas 


OTHER: 
Unamortized debt discount and financing costs................... 
Long term receivables and deposits (Note 2)...................04. 


1975 


$ 65,473 
787,397 
1,900,000 
26,803 


2,779,673 


15,583,976 


122,250 


15,706,226 


5,733,798 


2,161,125 


7,894,923 


88,566 


632,716 


721,282 


$27,102,104 


1974 


$ 2,091,368 
832,137 
200,000 

22,010 


3,145,515 


15,583,976 


122,250 


15,706,226 


5,715,916 


1,788,010 
7,503,926 


278,297 


309,316 


587,613 


$26,943,280 


Liabilities and Shareholders’ Equity 


1975 
CURRENT: 
PAnimpamanunovVeratatG’s. Jee... Wy bae cs wh Nek. ste oe tee bes Sere $ 446,735 
Accounts payable and accrued charges...............-. 002 eee 1,014,016 
Long term debt due within one year (Note 1)................0005 965,154 
2,425,905 
Br emeeVeL DL, (Dt Ay . 25). ity. lo dis’. oa. .. Eee eta. Be 8,567,169 
Beret ANG IVE DAES 005 GE cag pani 5 wels ROMs toe na tries 138,216 
SHAREHOLDERS’ EQUITY: 
MEMMRNOLE GMC Ae. Bowie Pale «dette with Digse oe SOs tees «Oe 15,824,812 
ee ALTOS Shen teat. aos, PURMN, 25 SMM oO aKe Salen vhs Tale « 146,002 
15,970,814 
On behalf of the Board: 
iy Yarmnll Director. 
J... Lacey, Director. 
$27,102,104 


See accompanying summary of accounting policies and notes to consolidated financial statements. 


1974 


$ 1,000,000 
520,432 


971,484 


2,491,916 


8,803,123 


15,285,208 
363,033 


15,648,241 


$26,943,280 


\ 


Canada Northwest Land Limited 


CONSOLIDATED STATEMENT OF INCOME 


YEARS ENDED DECEMBER 31, 1975 AND 1974 


1975 
REVENUE: 
Oil and gas sales (after royalties and mineral 
income taxes of $365,201; 1974 - $239,306) .................. $1,167,919 
Royalty incomes: aaa Oe ie ik ly RA a ON, a i ae ae 172,564 
Interest’ and other income he das... he Aah eee Nee eke) ee 99,576 
1,440,059 
DEDUCT: 
DD pelating expenses: Ja mrate, «ites mai aOR oe leek Uda - 0 aeeiate aie 297,229 
General and administrative expense ............ 0.00 e eee eee eee 367,570 
Interest.on long term debt (Note 1)°. 220. vo. ces 484,172 
Miferal taxesos Jasco ee ose ae a mer A Hh Citi en ea 59,723 
1,208,694 
Income from operations before the following ...................05- 231,365 
DEDUCT: 
Depletion:”. 22. S21 Motes kee eiia sy eae TRE Ee Te eee Semewer Ea) Seen 142,902 
Depreciation: dc ae: MEGGn Sony te: see habte, SME Tee ARN Ct ami is Cee ae ted Rae ae 63,499 
Amortization of debt discount and 
TIMANEING COStS ios «oT eee: uke SAT aN a ieee Saale OM ered 189,730 
Deferred interest on Series B Debentures ...............00.00005- — 
396,131 
Loss for the year before deferred 
IMGOMELLAXES cian) oeaers, cea. Ramee YE Ee gk atte iS. RETR Oe 164,766 
Deferred income taxes net of 
provincial goverment rebates auc Jie. sv Biss Re ean tea kn gh 52,265 
Netiwloss fobthevear Tin Ca Teh Ae, a. Sah ’s tana elt 4 gues i anaes $ 217,031 
Net loss per share based on average shares 
actually outstanding ct «sin wis Gage Sv gn Cin, Mok OMIRINE tera oe ae (5¢) 


10 See accompanying summary of accounting policies and notes to consolidated financial statements. 


1974 


$352,539 © 
- 478,244 
69,417 


900,200 


187,751 
307,011 
251,239 


104,008 


850,009 


50,191 


142,341 
49,868 


243,977 
37,500 


473,686 


423,495 


$423,495 


(10¢) 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


YEARS ENDED DECEMBER 31, 1975 AND 1974 


Bamamee ae Depinning Ol Veal.) 05's oe un es wey ss nse RUE OR Mee a ae 
ems REEMA SE fc he erg Sik PS oR hee dee 2. aE Ry kiah aie os 


oo US SETS [ora Wes EUTSEY BE CRD Ste CAR a a ee et A 


1975 


$363,033 


217,031 


$146,002 


1974 


$786,528 


423,495 


$363,033 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL 


POSITION years ENDED DECEMBER 31, 1975 AND 1974 


SOURCES OF WORKING CAPITAL 
Operations — 
MI SHOL TARY CALE Aceh, wT ekAs clu tare oaaer ol. het ee Fa eee 
Add non-cash charges: 
SoamaITPC AMMAN CPN COM girg oy ninss ils = sake a oye wk ales! whe. woe 
Amortization of debt discount and financing costs ............. 
BPCTECU STERIC LAKES albiy ctrl West, Ons ei «Shae pune saete, » Hume We 


Proceeds on sale of oil and gas 

RRCT Ma ATIC COMMOTIEIIL, fa ht Sea. . CL ep ed ete aoe oa ew’ 
process from issue Ol long term debt... fo. yo es. te eee a 
ee CMINNIN TY SHIA ES ie sae), ei eae + SN. . SWINGS ars es 


DISPOSITION OF WORKING CAPITAL 
Expenditures on oil and gas properties 
and equipment 

EA OM KOIOLAUION rhe. S ste Pey rls otk Sia hier 2) a cine a eas 
Acguisition costSandyrentals./.. 25 me. eo ee tye Re ee 
Production and otherequipment.... 0.65... 0 6 ec cece eee ees 
Repayments of long termdebt......... 0.0... cece eee eee eee 
lavestmentinwanarctic Oils Ltd). 02. fi ee ee eas 
Investment in Rio Alto Exploration Ltd... . 2.6.6... - 50s eee eee eee 
Increase in long term receivables and deposits. .........-+-++++++55 


Decrease (increase) in working capital ............. 5625s 


1975 


$ (217,031) 


206,401 
189,730 
138,216 


317,316 


2,060,917 
1,045,400 
539,604 


3,963,237 


1,763,941 
255,809 
638,564 

1,281,354 


323,400 


4,263,068 
$ 299,831 


See accompanying summary of accounting policies and notes to consolidated financial statements. 


1974 


$ (423,495) 


192,209 
243,977 


37,500 


50,191 


1,811,872 
2,877,940 
66,852 


4,806,855 


1,144,567 
745,629 
1,321,618 
922,584 
407,969 
75,000 
50,442 


4,667,809 
$ (139,046) 


11 
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SUMMARY OF ACCOUNTING POLICIES 


BASIS OF CONSOLIDATION 
The consolidated financial statements include the accounts of the Company and all its subsidiaries. 


OIL AND GAS PROPERTIES 


The companies follow the full cost method of accounting whereby all costs associated with the exploration 
for and development of oil and gas reserves are capitalized and depleted on the composite unit-of-production 
method based on estimated proven reserves of oil and gas. The costs which are capitalized include land 
acquisition costs, geological and geophysical expense, carrying charges of non-producing property, costs of drilling 
both productive and non-productive wells and overhead expenses relating to exploration activities. 


OIL AND GAS EQUIPMENT 
Oil and gas equipment costs are also depreciated on the unit-of-production basis. 


UNAMORTIZED DEBT DISCOUNT AND FINANCING COSTS 


Financing costs are being charged to income on a straight-line basis over the life of the related debt. The debt 
discount of $450,000 relating to the Convertible Subordinated Debentures was charged to income over the two 
year interest free period to September 15, 1975. 


INCOME TAXES 
The Company follows the tax allocation basis of accounting for income taxes. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1975 


I: 


LONG TERM DEBT 


1975 
7-1/2% Convertible Subordinated Debentures 
Series B (including deferred interest 
PTT? td SUC Pe! Sse. Ge Se ee $ 500,000 
5% - 7-1/2% Convertible Subordinated Debenture ............... 4,500,000 
Bank loans repayable in monthly instalments 
Gaye Osea ee ale SAMMUT SA eet, Sey 4,333,400 
Non interest bearing notes due 
eR EY. Ce OE es |S I ne ae I a ae a 198,923 
9,532,323 
Less.amounts dite, Withinione yeal. d.u5 6. ie sie ss es kaa poe 965,154 
$8,567,169 


1974 


$ 682,030 
4,500,000 


4,360,501 


232,076 


9,774,607 
971,484 


$8,803,123 


On March 3, 1976, the 7-1/2% Convertible Subordinated Debentures Series B and the 5% - 7-1/2% 
Convertible Subordinated Debenture were converted into 871,655 common shares of the Company. 


The bank loans are secured by certain oil and gas properties and bear interest at 3/4 of 1% in excess of 


the prevailing prime bank interest rate which was 9-3/4% at December 31, 1975. 


The annual requirement for repayment of currently outstanding long term debt excluding the debentures 


is approximately $965,000 for each of the years 1976 - 1980. 


CAPITAL 
1975 


Authorized: 
3,000,000 2% non-cumulative redeemable 
preferred shares of a par value of $1 
6,000,000 common shares of no par value 
Issued: 


4,349,164 common shares (1974 - 4,204,274) ............00055 $15,824,812 


1974 


$15,285,208 
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During the year the Company issued 113,890 common shares on the exercise of stock options and under 
the stock purchase plan for a total cash consideration of $413,104. In addition, the Company issued 31,000 
common shares at a stated value of $126,500 in payment of consulting fees and bonuses. 


896,355 shares of the Company's common stock were reserved at December 31, 1975 as follows: 
4,220 shares for options granted to an officer exercisable as to 3,500 shares at $6.95 per share and as 
to 720 shares at $6.63 per share and expiring on various dates to December 31, 1978. 


20,480 shares for options granted to employees exercisable at rates varying from $6.95 per share to 
$7.20 per share and expiring on various dates to December 31, 1978. 


871,655 shares for the conversion of the Convertible Subordinated Debentures (see Note 1). 


Under the Stock Purchase Plan, the Company has agreed to advance funds to a Trustee to be used by the 
Trustee for the purchase and immediate resale to employees of the Company’s capital stock at the average 
sale price of the Company's shares on the date of the transaction. At December 31, 1975, $572,000 was 
receivable by the Company ($216,000 at December 31, 1974) under the above arrangement and is included 
in long term receivables and deposits. 


3. REMUNERATION OF DIRECTORS AND OFFICERS 


During the year ended December 31, 1975 the aggregate remuneration of the ten directors in their 
capacity as directors was $3,000 (1974 - $3,875) and the remuneration of the five officers in their capacity as 
officers was $150,500 (1974 - $126,000). Four of the officers are also directors. 


AUDITORS’ REPORT 


To the Shareholders of Canada Northwest Land Limited. 


We have examined the consolidated balance sheet of Canada Northwest Land Limited and its subsidiaries as 
at December 31, 1975 and the consolidated statements of income, retained earnings and changes in financial 
position for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly the financial position of the companies as 
at December 31, 1975 and the results of their operations and the changes in their financial position for the year 


then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


Calgary, Canada. é 
March 5, 1976. o/ 
; : 


CLARKSON GORDON & CO. 
Chartered Accountants 


Other European and North African 
Areas: 


Some exploration permits in Tunisia and offshore Italy, 
were relinquished during the year, following seismic 
surveys. Exploration activity, including farmed out 
drilling, continued on the Tunisian concessions 
retained. Results of pending applications in other 
Mediterranean areas are hoped for during 1976. 


United States: 


Exploration and development of lands acquired over 
the past three years in the United States, was 
intensified in 1975. Our Company participated in 14 


holes, two of which were oil wells and seven gas wells. 


In Oklahoma, our Company's first U.S. production 
commenced in November when its McGuire gas well 
was put on stream. Near Ponca City, two oil wells 
started production in December. In the Sweetgrass 
area of northern Montana, where the Company has 
been involved in gas development since 1974, five 
additional gas wells were drilled. Production is 
expected to start during 1976. Geological surveys are 
continuing on geothermal prospects in other western 
states on which lease applications have been made. 


Land Holdings 


Millions of Acres 


8 


oO 


ine) 


— 


Canada Net 
Gross 
Foreign Net 


Gross 


Canada Westlock Area - Alberta 


In 1975, our Company participated in 24 holes in R27 R26 R25 W4M 
Canada, 20 of which were gas wells. Drilling was 
concentrated on the Tweedie, Turin, Hilda and 
Westlock areas. Gas development will continue during 
1976 and by year-end all of our Company's remaining 
shut-in gas reserves should be on production. 


T62 


At Westlock, where our Company has an average 50% 
interest, five gas wells were drilled bringing the total to 
nine. In 1976, additional wells will be drilled and it is 
expected that gas will go on stream during 1976 ata 
rate of at least 6 MMcf. a day. 
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The Neptune gas processing plant started producing in 
December, 1975, at an initial rate of 4 MMcf. per day. 
This is expected to rise during 1976. Our Company's 
interest is 13%. 


Two out of the four gas wells at Turin went on 
production at an initial combined rate of 5 MMcf. per 
day in February, 1976 and the remaining wells will go 
on stream later in the year at about 4 MMcf. per day. 
Our Company has a 50% interest in these wells. 
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At Tweedie, where our Company's interest is 35%, 
three wells were drilled (two gas wells) in 1975. More 
drilling and the construction of a gas plant are planned 
for 1976. Production is expected to start at close to 20 
MMcf. per day by late 1976. 


At Hilda Unit #2, where our Company's interest is 


54%, it is planned to increase output above the current ae Average Canada Northwest Land Interest 
5 MMcf. per day level by further drilling during 1976. Approximately 40% 
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mmm =Gathering System Under Construction 
Gas Wells 
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Location 


Westlock 
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RESERVES 


Gross Net 
Gas Reserves end 1974 (MMcf.) 174,500 114,200 
LessmmuLo7o production ....... 2,000 1,500 
Less Reserves sales 
AMGMACIUSEMENLES iy. ace oe. 38,400 21,700 
Plusmed975eadditions.....-.. - 11,900 9,600 
Gas Reserves end 1975......... 146,000 100,600 
Oil Reserves end 1974 (barrels)... 1,381,000 1,128,000 
bess) 975 production ....... 38,000 32,000 
PiusmetO“>racditions. 4.4... . 157,000 133,000 
@ilpResenvesrend 1975)......... 1,500,000 1,229,000 


Reported gas reserves include both proven and 
probable. 


Before the end of the year, our Company's interest in 
undeveloped gas lands at Gambling Lake near 
Edmonton, and north of Hilda Unit #2, as wellasa 
23% interest in the producing Hilda Unit #1, were sold 
for over $2.0 million. 


During 1975, gas reserves were added at McGuire and 
Sweetgrass in the U.S., and at Turin and Westlock in 
Alberta. Oil reserves were added at Ponca City in the 
U.S. and Lucky Hills in Saskatchewan. 


Estimates of our Company’s share of oil reserves in the 
Spanish Casablanca discovery have not been shown in 
the above table. The discovery well, which produced 
close to 14,000 barrels per day from a gross pay zone 
of over 500 feet, has obviously proven up many 
millions of barrels of oil reserves. However, until more 
delineation wells are drilled and production testing is 
completed, the Company’s consultants will not have 
enough data to estimate reserves accurately. 


INVESTMENTS 
Panarctic Oils Ltd. 


In 1975, Panarctic, in which our Company has a four 
percent share interest (through its wholly owned 
subsidiary Thor Exploration Company Ltd.), made a 
significant reef oil discovery in the southern Arctic 
Islands at Bent Horn. This find may be sufficiently large 
to support a tanker transport system to eastern North 
America by 1979. The extent of the pool is currently 
being evaluated by stepout drilling. 


In 1975, Panarctic drilled both eastern and western 
offshore extensions to the Hecla gas field on Melville 
Island and made a gas discovery in a deeper zone 
under the same field in February, 1976. These 
successes helped to push reserves in the Arctic Islands 
closer to the threshold required for the installation of 
pipeline facilities to bring gas to central North 
American markets in the 1980's. 


Due to more pressing cash demands elsewhere, our 
Company elected not to take up its pro rata share of 
Panarctic’s 1975 or 1976 financing. Its share holding 
remained at 1,587,000 shares. 


Rio Alto Exploration Ltd. 


Rio Alto, in 1975, expanded its mineral exploration 
activities into base metal and uranium plays in 
Australia, mineral properties in Spain, as well as 
continuing exploration of uranium and base metal 
prospects in Canada. Exploration permits on 100,000 
acres were acquired during the year at Baker Lake in 
the Northwest Territories, and in the Ogilvie 
Mountains in the Yukon, claims were registered on 
high grade copper-zinc properties and extensive iron 
deposits. At the end of the year, cash flow, before 
taxes, reached $37,000 and working capital was over 
$90,000. Under experienced and capable 
management, this 28% affiliate provides good 
exposure to mineral exploration. 
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Tweedie Area - 
Alberta 


Gas Well 
Abandoned Well 


171/2% Canada Northwest Land 
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32% Canada Northwest Land 
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FINANCIAL 


In 1975, gross revenues, before deducting royalties and 
mineral income taxes paid to governments, grew by 
58% to $1,805,260, despite the sale of Saskatchewan 
properties at the start of the year. This gain was due 
primarily to increases in gas production and higher 
prices for both oil and gas. The sale of the 
Saskatchewan properties also cut royalty revenue in 


half. 


Royalties and other payments to governments rose by 
53% to $365,000 in 1975, reflecting higher levels of 
production. Other cash costs increased by 42% to 
$1,209,000 in 1975, because of a doubling of interest 
charges and 58% gain in well operating costs. Funds 
borrowed late in 1974 to finance gas development and 
the payment of deferred interest on the convertible 
debentures, resulted in higher capital charges. General 
and administrative and mineral tax charges combined 
were slightly lower than the previous year. 


In 1975, cash flow increased to $231,000 from 
$50,000 in 1974. 


Non cash charges (including a charge for deferred taxes 
now required by regulatory authorities) declined 
slightly from 1975, but were still sufficiently high that a 
net loss of $217,000 was recorded, down from 
$423,000 in 1974. 


Growth expenditures at $2.7 million in 1975 were 
lower than the $3.7 million spent in 1974. These needs 
were supplied by cash flow and sale of assets. 


In future, growth expenditures are expected to rise to 
much higher levels as our Company's Spanish interests 
are developed. The main thrust of this expenditure is 
expected before 1979 and sufficient oil revenues 
should be generated from these projects to support 
substantial borrowing. In addition to continued 
increases in debt service charges, general and 
administrative costs are also expected to rise during 
this period of development. 


Revenue and Costs 


Millions of Dollars 
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Gross Revenue 
Royalties 


Operating Costs 


Capital Costs (Dividends and Interest) 


Source and Application 
of Funds 


Millions of Dollars 
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14 Ie 
eee Growth Expenditures and Acquisitions 

Ee Working Capital, Cash Flow and Sales of Assets 
ao New Capital, Debt and Equity 


To prepare for these anticipated needs, the Company's 
long term debt was reduced by conversion of all 
outstanding debentures into shares subsequent to the 
year-end. The holders of the $4.5 million 5% - 7-1/2% 
debentures agreed to convert in consideration of a 
reduction in the conversion price to $6.00 from $9.50. 
The $500,000 remaining of the Series ‘‘B” 7-1/2% 
debenture was converted at the current conversion 
price of $4.11. Shares outstanding rose from 4,349,164 
to 5,220,818 as a result of this conversion and long 
term debt was reduced from the $8.6 million recorded 
in the attached balance sheet, to approximately $3.6 
million. This conversion will save the Company some 
$365,000 in debt service in 1976, a charge which 
would have risen to over $800,000 by 1983. In 
addition to cleaning up the balance sheet and reducing 
debt service needs, a broader equity base for future 
debt financing was provided by this move. 


OTHER 


Red Deer Minerals Ltd., which was acquired in 1973, 
was wound up during 1975 and its assets transferred to 
the parent company. 


In January, 1976, to provide a broader management 
structure for a rapidly expanding operation, Mr. Jules 
Poscente was appointed Executive Vice President of 
the Company and Mr. M. J. Khan was appointed 
Treasurer. At the same time, Mr. R. J. Kirker became 
Exploration Manager - Foreign, and Mr. N. E. Brown - 
Exploration Manager - North America. 
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A Grant of Land, dated 
November 22nd, 1883, which 
conveyed 1,280 acres, now part 
of the City of Regina, from the 
Crown to the Canadian Pacific 
Railway Company. These two 
sections were among the 
original 2,200,000 acres of land 
in the Northwest Territories 
purchased by the Canada 
Northwest Land Company. 


CANADA NORTHWEST LAND LIMITED 


Consolidated Statement of 
Changes in Financial Position 


(Unaudited) 


Six Months Six Months 
Ended Ended 
June 30, 1975 June 30, 1974 


Sources of Working Capital: 


Operations $ 99495 $ 25,179 
Issue of common shares 425,942 66,852 
Bank loans 685,400 


Proceeds on sale 
of oil and gas 
properties and equipment 299,710 10,194 


$ 825,147 $ 787,625 


Application of Funds: 
Expenditures on oil 
and properties 
and equipment: 
Drilling and exploration $ 486,785 $ 504,938 
Acquisition and 


rental costs 190,730 De), a7 
Production and other 
equipment 340,309 456,496 
Reduction in long-term debt 411,600 4,600 
Increase in long-term 
receivables and deposits 349,015 54,332 
Investment in Panarctic 
Oils Ltd. 395,241 
Investment in North Sea 
Petroleums Ltd. 15,496 


$1,778,439 $1,712,250 


Increase (decrease) 
in working capital 

Working capital as 
at December 31st 653,599 581,627 


($ 953,292) (S$ 924,625) 


Working capital (deficit) 


as at June 30th ($ 299,693) (§ 342,998) 


CANADA NORTHWEST LAND LIMITED 


920, Three Calgary Place, 


355 - 4th Avenue S.W., Calgary, Alberta T2P OJ1 
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INTERIM REPORT 


SIX MONTHS ENDING 
JUNE 30, 1975 


TO OUR SHAREHOLDERS: 


For the first half of 1975, a 41% gain in gross 
revenues was recorded due mainly to a gain in 
production revenue of 71% and despite the dis- 
posal of Saskatchewan production interests. The 
levels of royalties and taxes paid to governments 
were little changed over the last year. Operating 
costs almost doubled as a result of higher produc- 
tion, while administration costs declined by 10%. 
Mineral taxes declined due to the disposal of some 
Saskatchewan and Manitoba mineral rights, while 
interest charges rose due to a much higher level of 
borrowing. Cash flow from operations rose from 
$37,000 to $99,000, and the net six months’ loss 


.. declined from $216,000 last year to $136,000 this 


year. 


The outlook for the rest of the year is for con- 
tinued gains in income as more gas projects 
mature and as higher gas prices take effect. This 
trend is expected to continue in 1976, assuming 
no adverse governmental actions. Financing for 
our Company's 1975 capital needs has been ar- 
ranged with our bank. The method of financing 
1976 capital needs will depend on the condition of 
equity markets and interest rates at the time such 
funds are required. 


Governments still appear to be reluctant to 
come to grips with the serious damage done to 
Canada’s energy self-sufficiency by their earlier ad 
hoc interference with the very effective and com- 
petitive Canadian oil exploration industry. While 
some signs are appearing that Federal and Provin- 
cial Governments are cooperating, previous actions 
have left in their wake unnecessarily complex tax, 
royalty and price structures for hydrocarbons in 
Canada. 


In the Arctic, the Federal Government, instead 
of encouraging industry to explore in the most 
risky and expensive environment in the world, has 
outlined land tenure rules which reserve so much 
discretion and potential profit to itself that, if imple- 
mented, could result in a complete shut-down of 
exploration investment. 


In the U.S., drilling and exploration programs 
continue in Montana and Oklahoma. A modest gas 
discovery in Montana is now being followed up. In 
Spain, the Chevron group, which entered into far- 
mouts and options on all of our Company's 
offshore interests, has abandoned the first hole, 
Rapita No. 1. However, the group has moved the 
rig to the second location, Casablanca No. 1, 20 


miles to the north of Rapita No. 1. Detailed seismic — 


surveys are being completed on other permits in 
the block. 


In the North Sea discussions are continuing as to 
the best method and timing of drilling Block 3/7. It 
is expected that a decision will be made during the 
next Quarter. 


H. G. Gammell, 
President. 


August 25, 1975. 
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Censolidated Statement of Income 
(Unaudited) - 


> 


Six Months Six Months 
Ended Ended 
June 30, 1975 June 30, 1974 


Revenue: 

Gross oil and gas sales 
before royalties paid 
to governments 

Royalties and other 
operating revenue 95,069 161,582 

Investments 64,403 33,618 


$ 813,852 $ 577,558 


$ 654,380 $ 382,358 


Deduct: 

Royalties cNenlisvev Oil Sh eekOne 7? 
Operating Expenses 141,774 79,465 
General and 

Administrative expenses 

(net of Management Fees) 147,552 164,206 
Mineral Taxes 19,363 52,218 
Interest 250,656 91,220 


$ 714,357 $ 540,186 


Cash Income from 


Operations: $ 99/495) S$: 37,372 
Deduct: 
Depletion - Depreciation SMOSH so O77 5 


Amortization of financing 
charges and debenture 


discount 129,292 125,000 
Deferred Interest 18,750 
Loss on sale of investments ed 12,193 


$ 235,663 $ 241,525 


Net Loss For 


The Six Months ($ 136,168) ($ 216,346) 


